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LFC Releases Budget Recommendation 
 

Editors: Volume I and Volume II of the LFC budget recommendation will be posted at the end of this week or early next week on the 

committee’s website, lfc.nmlegis.gov. 

  

The Legislative Finance Committee today released a budget recommendation for the 2013-2014 fiscal year 

that calls for spending $5.88 billion from the state’s general fund, a $233 million increase from FY13 spending 

levels. 

The lackluster economic recovery prompted committee members to continue their cautious approach to new 

spending and opt for a spending level that would leave general fund reserves at a prudent 12 percent, said Sen. 

John Arthur Smith, chairman. 

“Keeping reserves strong continues to be important in light of the risks of severe cuts in federal spending, a 

deeper recession in the European Union, or a drop in energy revenues,” Smith said. 

The committee’s recommendation is a 4.1 percent increase over FY13 and continues to emphasize education, 

health care, early childhood services and public safety and includes funding for a 1 percent pay increase for all 

state employees, including public school teachers and support staff. The Legislature has not approved raises for 

state employees since 2008. 

The committee’s general fund recommendation of $2.5 billion for public schools is an increase of 3.7 percent, 

or $91 million, from the FY13 appropriation. The recommendation includes an additional $19 million for 

prekindergarten, childcare assistance, home visits for the families of newborns, and other early childhood 

programs. 

The recommendation for higher education is $785.5 million, a 3.7 percent increase from the FY13 

appropriation of $757.7 million. The recommendation reflects the implementation of a new funding formula that 

emphasizes course and degree completion over enrollment. 

The committee recommends a $940 million general fund appropriation for Medicaid, a $34.8 million increase, 

or 3.9 percent over FY13. The recommendation reflects the department’s projections of moderate program 

growth and the department’s success in bringing down Medicaid costs. The recommendation includes $299.8 

million from the general fund for the Health Department, including $4.6 million to reduce the waiting list for 

services under the Medicaid waiver program for the developmentally disabled. 

The committee recommendation includes a 3.7 percent increase for the Department of Public Safety with 

funding to replace vehicles and raise pay to improve the recruitment and retention of public safety officers. 

In addition to $32.2 million for the 1 percent pay increase for all state employees, the recommendation 

reverses the 2011 “retirement swap” that temporarily transferred 1.5 percent of the pension fund contribution to 

employees and funds a long-scheduled 0.75 percent employer increase for the education retirement board. The 

general fund cost of the retirement contribution increases is $54.2 million, bringing the total increase for 

compensation to $86.2 million. 

“In general, the committee avoided adding new programs or, with the exception of early childhood, expanding 

existing programs. But just taking care of basic government operations used most of the revenue growth,” Smith 

said. “The state budget continues to be under great pressure.” 
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Highlights of Legislative Finance Committee 

Appropriation Recommendations to the 2013 Legislature 
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FY14 Recurring 
General Fund 
Appropriation 

Recommendation: 
$5.88 billion

Medicaid: $940 million

Public Safety: $363 million

Public Schools: $2,546 million

Higher Education: $785 million

Other: $1,248 million

 
 

FY14 LFC General Fund 

Recommendation Priorities 

(in millions) 

$31.2    Compensation increase 1% 

$0.9  Step pay plan for state        
 police and motor trans.       
 officers 3% 

$38.4  Retirement swap 1.5% 

$15.8  ERB increase 0.75% 

Education 

$23.0  Formula adjustment for at-  
 risk students 

$11.0  Insurance increase 

$15.4  Higher education outcome- 
 funding 

Early Childhood 

$5.5  PreK 

$5.5  K-3 Plus 

$3.5  Childcare 

$1.8  Home visits 

Public Health and Safety 

$35.0  Medicaid increases 

$4.6  DD waiver increases 

$2.6  Expanding Ft. Stanton        
 Juvenile Detention 

$4.8  Community-based parole    
 treatment 

$5.0  Courts 

$29.0  Other 

$233.0  Total 
 

Revenue and Economic Outlook. The FY13 general fund 

revenues are expected to decline 1.6 percent below FY12 due to a 

slow economic recovery, the rising cost of 2012 tax cuts and 

weaker natural gas prices, especially the premium for natural gas 

liquids (see Tables 2 and 3 and Fig.1). The FY14 revenues are 

currently projected to reach $5.93 billion, or 3.9 percent, over 

FY13. The FY14 projected revenue is $283 million greater than 

FY13 general fund appropriations. 
 

Significant downside risks to the FY14 revenue forecast are the 

prospect of significant federal spending cuts and natural gas prices 

falling below the $5/mcf forecast.  
 

Recurring Appropriations. The LFC recommends FY14 

appropriations of $5.88 billion, up $232 million, or 4.1, percent, 

over FY13 (see Table 1). General fund appropriations for public 

education, higher education and state agencies each would 

increase about 4 percent. The recommendation includes $86, 

million more for employee compensation and benefits, $19 million 

more for early childhood and learning initiatives, $23 million for 

an increase in at-risk public school formula funding, and $19 

million to replace tobacco settlement revenue used temporarily for 

the Medicaid and other health budgets. 
 

The FY14 general fund appropriation level remains 3.8 percent 

below the FY09 peak spending level, although public school 

appropriations are only 0.9 percent below FY09. 

 

The FY14 general fund appropriation level is $50 million below 

projected revenue. The committee recommends legislation to 

earmark $25 million of motor vehicle excise tax revenue to state 

roads and leaves $25 million to address additional priorities, 

possibly including tax reform, compensation, pension solvency or 

executive or legislative member priorities. 
 

Assumptions and Approach. As detailed in budget guidelines 

adopted in August 2012, the LFC recommendation reflects the 

following: 

 Priority for education and public safety 

 No funding for inflation which is expected to remain low 

 Enterprise rates mostly unchanged from FY12 and FY13 

 Minimal cuts to existing programs 

 Funding for critical vacant positions 

 Minimal funding for new programs without evidence of 

performance. 



 

  

Public Schools. In tandem with the Public Education Department, the LFC is focused on the need to 

improve early learning proficiency and to close the achievement gap (see Fig.2) The committee 

recommends $2.5 billion in overall education funding, an increase of almost $91 million, or 3.7 

percent, over FY13 appropriations (not counting $18 million for a recommended 1 percent 

compensation increase). Many states have added weights for at-risk students as high as 50 percent, 

but the New Mexico at-risk weight is only 8 percent. The LFC recommends $23 million as a 

companion to legislation to increase the weight for at-risk students and to begin aligning the training 

and experience index with the three-tiered licensure system. Further, the LFC addresses the 

significant problem of early literacy with increased funding for Kindergarten-Three-Plus and 

prekindergarten of $5.5 million each.  These programs target at-risk students and demonstrate a high 

return on investment. 

 

Higher Education. The LFC general fund recommendation for higher education is $785.5 million, 

an increase of $27.8 million from the FY13 appropriation, again not counting a $5.8 million 

compensation increase. New Mexico lags U.S. averages for retention and degree completion for 

students at colleges and universities. Continuing the direction of allocating more state funding based 

on student and institutional performance outcomes, the recommendation appropriates $22.2 million 

for the student credit hour completion and for the change in the number of certificates and degrees 

granted, and changes in degrees awarded for at-risk students and degrees in science and engineering. 

Also, the LFC recommendation would fund two statutorily required retirement provisions – a shift of 

1.5 percent of the employee retirement contributions to the employer and a 0.75 employer 

contribution rate increase – for a total of $10.9 million. 

 

Early Childhood. According to national rankings, New Mexico’s youngest children experience a 

multitude of risk factors including preterm births, low birth weight, infant mortality, poverty, and 

child abuse and neglect.  These risk factors lead to toxic stress, or trauma, which have lifelong 

negative health and social impacts.  Program development and additional funding likely will produce 

better outcomes for New Mexico’s infants and toddlers.  High-quality early childhood prevention 

and intervention programs, such as home visiting, produce future savings on special education; 

remedial education; teenage pregnancy; juvenile rehabilitation; and welfare assistance. For FY13, 

general fund and TANF appropriations for early childhood programs increased $19 million (see 

Fig.3) The committee recommendation adds $5.5 million for K-3 Plus and $5.5 million in PreK at 

the Public Education Department; $7 million for childcare assistance, $1.8 million for home visiting 

services at the Children, Youth and Families Department and $500 thousand from the general fund 

for home visiting services in the Medicaid Program; and $500 thousand for the Family, Infant, 

Toddler (FIT) Program at the Department of Health. 

 

Medicaid. By far in the last decade, Medicaid was the major budget driver due to enrollment growth, 

medical inflation, and some expansion of benefits. But for FY11 and FY12, the Human Services 

Department put the brakes on Medicaid’s growth with provider rate reductions and reduced 

enrollment outreach. The general fund recommendation for Medicaid is $940 million a $34.8 

million, or 3.9 percent, increase compared with FY13.  This includes $19.2 million to replace 

tobacco fund revenue and $17.7 million for costs related to the Affordable Care Act (ACA). It also 

assumes $10.7 million in efficiency savings from new managed-care contracts. 

 

If the executive decides to move forward with Medicaid expansion pursuant to the Affordable Care 

Act, LFC staff project it could be implemented in FY14 with minimal additional funding. In 

addition, the HSD has submitted a request for a waiver from federal Medicaid rules to implement 

Centennial Care and will likely award new managed-care contracts to fewer providers. 

 



 

  

Department of Health. The Department of Health recommendation includes a FY14 total budget of 

$541.6 million, with general fund revenue totaling $299.8 million, an increase of 2.7 percent over 

FY13. The general fund recommendation includes an increase of $4.6 million for the Developmental 

Disabilities Medicaid Waiver Program which accounts for the enhanced federal match rate and is 

intended to serve clients on the waiting list for services.  At the end of FY12, 3,888 developmentally 

disabled clients were receiving services under the Developmental Disabilities Medicaid Waiver 

Program, but 5,911 were on the waiting list to receive services.  The general fund recommendation 

also includes $2 million for a new 20-bed inpatient adolescent substance abuse treatment unit at 

Turquoise Lodge in Albuquerque; an additional $500 thousand for the Family, Infant, Toddler (FIT) 

Medicaid Program; and an increase of $400 thousand for sexual assault treatment contracts. 

 

Public Safety. The committee recommendation for the Department of Public Safety (DPS) includes 

$94.6 million in general fund revenues, a 3.7 percent increase above the FY13 operating budget. The 

increase includes $1.9 million to fund fleet replacement within the base budget. To address the 

department’s chronically high vacancy rate, the committee recommendation provides sufficient funds 

to increase officer pay by one step in the DPS step pay plan, or about 3 percent. 

 

Compensation. The committee recommends $32 million for a 1 percent increase for all public 

employees. Public employee salaries have not been increased across the board since FY09. The 

committee recommends $38.4 million to reverse the 1.5 percent retirement swap (decrease in 

employer contributions to Public Employees Retirement Association and Educational Retirement 

Board, increase in employee contributions) adopted as a solvency measure in 2011. Finally the LFC 

recommends $16 million for public schools and higher education to fund a scheduled 0.75 percent 

employer contribution increase that had been postponed during the solvency era. The ERB employer 

increase is contingent on enactment of 2013 legislation to further restore ERB solvency. 

 

Transportation. The committee recommends total expenditures of $849.8 million for the 

Department of Transportation, an increase of $14.3 million, or 1.7 percent, from the FY13 operating 

budget. The agency receives no general fund monies and relies on federal and state road fund 

revenue. The FY14 projection for state road fund revenues – used by the department to create the 

FY14 budget submission – is relatively flat, and the department does not expect to attain previous 

peak state road fund revenue levels until FY16. The department estimates the gap between road 

maintenance needs and available resources to be over $225 million and a current construction gap of 

$304 million.  
 

Under current law, 100 percent of motor vehicle excise tax revenue is distributed to the general fund. 

For FY14, the committee recommends that $25 million of the excise tax be distributed to the state 

road fund for statewide projects and the remainder to the general fund with a sunset provision at the 

end of FY14. 

 

Deficiencies, Specials, Supplemental Appropriations. State agencies requested $72.4 million from 

the general fund for special, supplemental, and deficiency appropriations.  Requests from all funding 

sources totaled $115.1 million.  The requests ranged from a general fund request of $3.9 thousand to 

cover a deficiency in the Office of Military Base Planning to $10 million from the Economic 

Development Department for additional Local Economic Development Act funds.  
 

The LFC recommends $85.9 million from the general fund for special, supplemental, and deficiency 

appropriation requests.  The recommendations include $25 million to the state road fund for 

statewide maintenance and repair, $20 million for the Higher Education Department to be used for 

infrastructure repair, and $20 million to replenish the higher education endowment fund to be used 

by universities and colleges to match grants and other awards. 



 

  

Capital Outlay. Estimated senior severance tax bond (STB) capacity for the 2013 legislature is $222 

million. In addition an estimated $241 million of senior and supplemental tax bonds are earmarked 

for school construction, water projects, colonias and tribal infrastructure. 

 

The LFC advances a staff framework with STB appropriations of $122 million and general fund 

appropriations of $42 million, leaving an additional $100 million senior severance tax bonds for 

legislative priorities. The framework also includes $37.5 million from other state funds. 

 

Significant projects include $9 million for vehicles and renovations for senior centers, $15 million 

for air conditioning and other renovations at correctional facilities, $12 million for repairs to state 

health facilities, $4.3 million for state police district offices, $4 million for forest fire protection, $5.6 

million for the state tri-laboratory, $10 million for school bus replacement, and $3 million for the 

south spaceport road. Higher education projects total $40 million including $6 million to complete 

the New Mexico Tech geology building, $6 million for the science and math center classrooms at 

UNM and $4 million for repairs at NMSU. 

 

General Fund Reserves.  Projected general fund reserves are $653 million, or 11.6 percent of 

recurring appropriations at the end of FY13, assuming $108 million of deficiency, supplemental, 

specials, and information technology appropriations and $42 million in capital outlay (see Fig.4).  

The LFC appropriation recommendation for FY14 fits within the revenue estimate and leaves 

reserves at $693 million, or 11.8 percent of recurring appropriations at the end of FY14.   

 

New Mexico reserves include about $150 million from the tobacco settlement permanent fund.  The 

Legislature may authorize spending from the fund for a budget shortfall only after balances in all 

other reserve accounts have been exhausted.  Higher revenues from oil and natural gas in the last 

couple of years have contributed to higher reserve levels.  Volatility of oil and natural gas revenues 

suggests the benefits of a higher reserve margin than other states.  Finally, for years, the state has not 

reconciled the Department of Finance and Administration’s financial accounts with cash and other 

assets held by the State Treasurer.  There are indications that it may be necessary to reserve 

significant amounts to cover a long-term overstatement of the state’s financial condition. 




























